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IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-02351A-07-0319
PICACHO PEAK WATER COMPANY, INC., FOR
AUTHORITY TO INCUR DEBT TO FINANCE -
WATER SYSTEM IMPROVEMENTS

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-02351A-07-0686
PICACHO PEAK WATER COMPANY, INC., FOR h0sEg
ARATEINCREASE DECISION NO. 70558

ORDER

Open Meeting, ,
October 15 and 16, 2008
Phoenix, Arizona’
BY THE COMMISSION

On May 22, 2007, Picacho Peak Water Company, Inc (“Plcacho”) filed w1th the Arlzona
Coreoratlon Comm1ss1on (“Commission™) a financing apphcatlon for authority to incur debt to
finance water systerﬁ improvements in Docket No. W-02351A-07-0319. | |

| On December 13, 2007, Picacho filed with the Commission an amended finance applieation

(together‘with the May 22, 2007, Financing Application, the “Financing Applicatior’l”).’ o

On December 13, 2007, Picacho filed with the Commission an application for a perm’an‘ent‘ _
water rate increase in Docket No. W-02351A-07-0686 (“Rate Application™).

On December 13, 2007, Picacho mailed notice of the Rate Application to its customers.

‘On January 14, 2008, pursuant to Arizona Administrative Code (“A.A.C.”) R14’-2-10’3, the
Commiésion’s Utilities Division (“Staff”) issued a Letter of Deficiency and first set of data requests
statmg that Picacho’s Rate Application was deficient. |

On J anuary 29, 2008 Picacho responded to Staff’s data requests

! 4’&&&%’:11
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DOCKET NO. W-02351A-07-0319 ET AL.

On J}anuary- 29, 2008 Picacho ﬁled correspondencé requesting the consolidation nf Docket
No. W 02351A-O7 0319 and Docket No. W-02351A-07-0686. | |
By Procedural Order dated February 11, 2008, Docket Nos. W 02351A 07- 0319 and W-
02351A-O7 0686 were consohdated
- On March 20, 2008, pursuant to A.A.C. R14-2-103, Staff 1ssued a Letter of Sufficiency
finding Picacho’s Financing Application and Rate Application sufficient as of February 28, 2008, and
classifying Picacho as a Class D utility. | | ‘
On May 13, 2008, Staff filed an Extension Request for time to file its Staff Report and on
May 19, 2008, a Procedural Order granting Staff’s request was issued.
| On May 21, 2008, Staff filed its Staff Report on the Rate and Financing Applications
recommending, among other things, that Staff’s proposed rates and charges be approved and that the
Financing Application be approved.
On May 30, 2008, Picacho filed an Extension Request for additional time to file its response
to the Staff Report, and on June 5, 2008, a Procedural Order granting Picacho’s request was issued.
On May 30, 2008, Picacho filed verification that it mailed Notice of the Financing
Application to its customers.
On June 9, 2008, Picacho filed its Comments to Staff Report.
On July 20, 2008, a Procedural Order was issued directing Staff to file a response to Picacho’s
Comments to Staff Report.
On August 8, 2008, Staff filed its Responsive Staff Report.
On August 18, 2008, Picacho filed an Extension Request for additional time to file its reply to | |
Staff’s Responsive Staff Report, and on August 20, 2008, a Procedural Order granting Picacho’s
request was issued.
| On August 19, 2008, a Procedural Order was issued directing Picacho to re-publish Public
Notice of the Financing and Rate Applications. ’
On August 28, 2008, Picacho filed its Certification of Mailing, stating that Picacho mailed
Public Notice of the Financing and Rate Applications to each of its customers on ‘August 26, 2008.

On‘August 28, 2008, Picacho filed its Comments on Responsive Staff Report.

Ll
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Having considered the entire‘ record: herein and be_ing fully advisedin'the premises, the
Commrssmn finds, concludes and orders that |

FINDINGS OF FACT

1. Pursuant to authority granted by the Commission, Picacho is an Arizonanon-proﬁt

I “C” corporation engaged in the business of providing water utility service near PiCacho Peak, Pinal

County, Arizona Picacho serves five resrdential customers and nine commercral customers
1nc1ud1ng an RV Park with over 200 spaces. | ‘

2. On May 8 2006 Picacho 51gned a Consent Order (“Consent Order”) with the Arizona
Department of Env1ronmental Quality (“ADEQ”) in ADEQ Docket No. DW 45 06, in whrch
Picacho agreed, among other things, to upgrade its water system to,bring, Picacho’s water into
compliance with ADEQ water quality standards | |

3. On May 22,2007, and December 13, 2007, Plcacho ﬁled the Financing Apphcatlon
requesting authorrzatlon to obtain a $150,000’, 20-year loan from the Water Infrastructure Finance
Authority (“WIF A’?) to fund thenecessary water system improvements. .

4." . OnDecember 13, 2007, Picacho filed its Rate Application.

5. On December 13 2007, Picacho malled notice of the Rate Apphcation to its .
customers. , ’

6. By Procedural Order dated February 11, 2008, Docket Nos W- 02351A~O7 0319 and
W-02351A-07-0686 were consolidated. |

7.. On March 20, 2008, Staff issued a Letter of Sufﬁcrency finding Picacho s F1nanc1ng
Application and Rate Apphcatlon sufficient as of February 28, 2008, and classified Prcacho as a
Class D utility. | : | |

8 On May 21, 2008, Staff filed its Staff Report on the Rate and Financing Applications
recommending, among other things, approval of Staff’s proposed rates and charges and approVal of
the Financing Application. " ; ‘ |

9. On May 30, 2008, Picacho filed verification that it mailed Notice of the Application to

its customers.

3t
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,1‘0.‘ On June 9, 2008, Picacho filed its Comme‘nts,to Staff Report, 1n which Picacho
opposed Staff’s ‘propose’d’ réte’structu're because, “[w]hile the-'Staff Report sprk’ead‘s,t‘he [ﬁnéncing]
costs more evenly bétween ther.large and small users, [Picacho]”believes in 18 enti’rely‘ appropri‘ate,‘for :
the larg‘e commercial cdst drivers to shouldefb more of the financial burderi."’ (Cémments on Staff |
Repoft, June 9, 20‘08,, page 2, lines 13-15). Picacho then propbsed a revised rate stfucture.

11. = On August 8, 2008, Staff filed its Responsive Staff Report, in Which Staff considéred ’
Picacho’s réquest to redistribute the financial burden in the manner proposed by Picachc’).’ Staff |
submitted a revised rate structure but did not adopt Picacho’s proposed rate structure. | | ’

- 12. On August 19, 2008, a Procedural Order was issued directing Picacho to re—ﬁublish
Public Notice of both the Financing Application and Rate Application because of the disparity
between the rates originally noticed by Picacho and the rates proposed by Staff in its Responsive
Staff Report.

13. On August 28, 2008, Picacho filed its Certification of Mailing, stating that Picacho
mailed Public Notice of the Financing and Rate Applications to each of its customers on August 26,
2008. No customer comments were received in response to the Public Notice.

14.  On August 28, 2008, Picacho filed its Comments on Responsive Staff Report, in
which Picacho stated that, although Picacho supports its proposed rate structure, Picacho agrees that
Staff’s proposed rate structure is reasonable. Picacho also objected to certain of Staff’s
recommendations. (See Findings of Fact Nos. 28-36, herein.)

Rate Application

15. Picacho’s present rates and charges for water were approved in Decision No. 53169
(August 11, 1982). | ‘

16. During the test year ended December 31, 2006, Picacho served five residential
customers on 3/4” meters, billing its residential customers at the 5/8” x 3/4” meter tariff rate duringi
the test year. Eight of the commercial customers are also served by 3/4” meters. One commercial

customer, the RV park, 1s connected by a 2” meter', supplying water to over 200 RV spaces.v

1

! According to the Staff Report, the 2” meter for the RV park is broken.

1 WW"II
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DOCKET NO. W-02351A-07-0319 ET AL.

17. Average and median wat‘e'r usage by residential c‘ru‘s’to‘mers during the test year,Wére
22,723 gallons and 7,750 ‘gallon's' p‘ef nionth, r,eSpectively. Average and median water usage by | ‘
commercial customérs on a 3/ ‘”; meter Wcre 38,062‘ gallons and 10,929 gallons per month,,
reépectively. The average water ﬁsage 'by thé cdmrhércial customer on the 2” meter was 165,825
gallons pef month. | | |

18.  The water rates and éharges for Picacho at present, as proposed by Picacho‘in its June

9, 2008, Comments to Staff Report, and: as recommended by Staff in its Responsive Staff Report, are

as follows:
Present Proposed Rates
‘ , ' Rates~ ~  Company Staff
MONTHLY USAGE CHARGE: , ,
Residential B ; ; Dt .
5/8” x ¥ Meter R e ; $15.00 = - ~ - . $15.00
’ %’ Meter : - %2000 - 15.00
1” Meter o R e 3750
1 %” Meter - T Lo : - Lo - s 75.00
2” Meter ; - I , - 0 120.00
3” Meter SHIS , SR - ‘ 240.00
4’ Meter E ; - - - 375.00
6" Meter ' - - ~750.00
Commercial Sy S AR : .
5/8” x ¥ Meter : B $85.00 - - $138.00
¥a” Meter : : S $80.00 : 138.00 |-
1” Meter , ' - - - 345.00
1 12" Meter - - 690.00
2” Meter ‘ 85.00 500.00 1,425.00
3” Meter ‘ - - 2,208.00
4” Meter - - - 3,450.00
6” Meter ‘ - - 6,900.00
Commodity Rates _ - ~ ‘ ,
Gallons Included in Minimum : 3,000 0 0
Excess of Minimum — per 1,00 $3.40 N/A N/A
gallons ; ' ' S
Company SHE
% - inch meter — Residential s * G
Up to 5,000 Gallons o iy $2.50 .

5,001t0 15,000 Gallons 5 3.50

1 i
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Over 15,000 Gallons
Staff % - inch meter — Residential - iy
Up to 3,000 Galloons L S - N/A

3,001 to 10,000 Gallons . NA
Over 10,000 Gallons .. NA
Staff T

5/8 x ¥a - inch meter — Residential ~ _

Up to 3,000 Gallons o N/A
3,001 to 10,000 Gallons T - N/A
Over 10,000 Gallons f  NA
5/8 x % - inch meter — Commercial ,

Up to 10,000 Gallons , N/A
Over 10,000 Gallons ; N/A
One — inch meter — All :

Up to 15,000 Gallons N/A
Over 15,000 Gallons N/A
One and one half inch meter — All ‘
Up to 20,000 Gallons N/A
Over 20,000 Gallons N/A
Two — inch meter — All

Up to 25,000 Gallons N/A
Over 25,000 Gallons N/A
Three — inch meter — All ,

Up to 70,000 Gallons N/A
Over 70,000 Gallons N/A
Four - inch meter - All ‘ ‘

Up to 250,000 Gallons N/A
Over 250,000 Gallons ; N/A
Six — inch meter — All

Up to 800,000 Gallons ' N/A

Over 800,000 Gallons  NA

SERVICE LINE AND METER INSTALLATION CHARGES:

(Refundable pursuant to A.A.C. R14-2-405)

_ : Service Line
Present Rates Company . Charge
5/87 x Y47 N/A $520.00 $ 385.00’
Meter R
6

~ DOCKET NO. W-02351A-07-0319 ET AL.

.4.90
$3.05
»4.58-'
©.5.49
N/A $3.05
N/A 4.58
N/A 5.49
$7.25 4.58
8.69 5.49
725 458
8.69- 5.49 -
7.25 4.58
8.69 5.49
7.25 4.58
8.69 5.49
7.25 4.58
8.69 5.49
7.25 4,58
8.69 5.49
7.25 4.58
8.69 5.49
Meter Total
Installation Recommendations
$ 135.00 - $ 520.00
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DOCKET NO. W-02351A-07-0319 ET AL.

3/4” Meter ONA ~600.00 385.00 215.00 . 600.00

1”Meter ~~ N/A ~ ~ 690.00 '435.00 25500 - 690.00
1 %27 Meter N/A 935.00 470.00 465.00 935.00
2”Meter=  N/A- .- 1,595.00 630.00 . 965.00 11,595.00
Turbo R A R " ‘ : i R ' E
2”Meter— .~ N/A - 2,320.00 ©630.00  1,690.00 2,320.00
Compound S Gl o S
3”Meter-  N/A = 2,275.00 805.00 - 1,470.00 - - 2,275.00
Turbo: A L e
3:Meter— - N/A - 3,110.00 845.00 2,265.00 3,110.00
Compound = ‘ L TR
4" Meter—  N/A 3,520.00 1,170.00 - 2,350.00 - 3,520.00
- Turbo ' : “
4” Meter— ~ N/A 4,475.00 - 1,230.00 3,245.00 4,475.00 -
Compound s B ,
6” Meter— ~ N/A -~ 6,257.00 1,730.00 4,545.00 -~ - 6,275.00
Turbo ; ‘ ,
6" Meter — N/A 8,050.00 1,770.00 6,280.00 8,050.00
Compound :
SERVICE CHARGES.
Establishment N/A $25.00 $25.00
Establishment (After Hours) N/A 35.00 35.00.
Reconnection (Delinquent) N/A 25.00 25.00
Reconnection (Delinquent) after hours N/A 35.00 35.00
Meter Test (If Correct) N/A 25.00. - 25.00
Deposit N/A L e
Deposit Interest N/A S R S
Reestablishment (Within 12 Months) N/A Bk e
NSF Check A N/A 1 $25.00 $25.00
Deferred Payment (Per Month) N/A : 1.50% : - 1.50%
Meter Reread (If Correct) NA - $1000 $10.00

Late Fee N/A ~ 1.00% - 0 1.00%

* ‘Per Commission rule (R14-2- 403 B).
#%x  Months off system times the monthly minimum (R14-2 403 .D).

19. According to the Staff Report, Staff determined Picacho’s original cost rate base
(“OCRB”) to be $52,768, which is the same as its fair value rate base (“FVRB”). This is a $49,322
increase to Picocho’s proposed OCRB of $3,446, due primarily to Staff’s adjustments to accumulated
depre01atlon and CIAC and working capital ad]ustments - |

20. Staff made several adjustments to Plcacho s proposed test year net operatmg income,

i didw';lt
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resulting in a decrease of $427, from a $3,267 loss to a $3,694 Joss. The ‘decrease to Picacho’s test |

year net operating income is due tofa number of expense adjuStments to outside services, water
testing, mlscellaneous expense deprecratlon expense, and property taxes.

21'. -Based on Staff’s analysrs Picacho’s present water - rates and charges produced

operatmg revenues of $31, 828 and adjusted operatlng expenses of $35 522, whlch resulted m net |

operatrng income of negatrve $3,694, for no return on FVRB during the test year.

22. The rates and charges proposed by Picacho would produce an operating revenue
$66,124, and an adjusted operating expense of $35,522, resulting in an operating income of $30,602,
or a 57.99 percent return on the $52,768 FVRB.

23. Staff recommends a $34,572, or 108.6 percent, increase over test year revenue of
$31,828. The water rates and charges Staff recommended would produce operating revenues of
$66,400 and adjusted operating expenses of $35,522, resulting in operating income of $30,878, or an
58.52 percent rate of return on the $52,768 FVRB.

24.  Picacho’s proposed rate schedules would increase the average monthly residential
customer on a 3/4-inch meter water bill by $23.28, or 28.4 percent, from $82.06 to $105.34, and
increase the median monthly residential customer water bill by $10.97, or 35.2 percent, from $31.15
to $42.12. Picacho’s proposed rate schedules would increase the average monthly commercial
customer on a 3/4-inch meter water bill by $141.25, or 69.2 percent, from $204.21 to $345.46, and
increase the median monthly commercial customer water bill by $17.97, or 16.1 percent, from
$111.96 to $129.93. Picacho’s proposed rate schedules would increase the average monthly bill for
the commercial customer on a two-inch meter by $1,266.41, or 198.3 percent, from $638.61 to
$1,905.02;

25. Staff’s proposed rate schedules would increase the average monthly residential
customer on a 3/4-inch meter water bill by $44.00, or 53.6 percent, from $82.06 to $126.06, and
increase the rnedran monthly residential customer water bill by $14.76, or 47.4 percent, from $31 15
to $45.91. Staff’ s proposed rate schedules would increase the average monthly commercial customer
on a 3/4-inch meter water bill by $133.65, or 65.4 percent from $204.21 1o $337.86, and increase the

medran monthly commerc1a1 customer water bill by $76.94, or 68.7 percent, from $111 96 to

1 mil
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$188. 90 Staff’ s proposed rate schedules would increase the average monthly b111 for the commermal
customer ona two 1nch meter by $1,674.02, or 262 1 percent from $638 61 to $2 312.63.

26; ~In Plcacho ] August 28, 2008, Comments to Staff Report Plcacho stated that it prefers
its rate desrgn, but concluded that Staff’ s recommended rates and charges are reasonable Based on
the rationale set forth in the Responswe Staff Report for Staff’ s proposed adJustments and rate’
design, we believe Staff’s rate recommendations should be adopted. |

27 . Accordingly, we adopt the rates and charges as proposed by Staff

28, In both its May 21, 2008 Staff- Report and 1ts Responsive Staff Report Staff |
reCOmmended that Picacho shall file each J anuary and July a report coverrng the prevrous six months
containmg all activities regardlng the ADEQ Consent Order. The wrltten report would continue until |
Staff receives notice that Picacho’s Water system is in total comphance with ADEQ regulatlons In 1ts‘ |
Respons1ve Staff Report, Staff added the recommendation that Picacho should be in full comphance | |
with ADEQ requirements by December 31, 2009. If Prcacho is not in full comphance with ADEQ |
requlrements by December 31, 2009 Staff would be required to ﬁle an Order to Show Cause agamst
Picacho. - |

29, Picachokobj ected to these two Staff recommendations in its Comments toﬁ Responsive |

Staff Report Picacho notes that “[a]s a practlcal matter, total comphance 1S an extremely hrgh

standard and to the Cornpany s knowledge, ADEQ has no admmlstrative procedure to proclalm any

water prov1der is in total comphance ? (August 28,2008, Comments to Responsive Staff Report page

2.) Further, Plcacho 1s under a Consent Order to bring Picacho s water system into substantral
compliance as determined by ADEQ. Picacho asserts that requiring Staff to file an Order to Show
’Cause if Picacho is not in “total compliance” with ADEQ regulations would be a duplicativeyrand |
therefore unnecessary, exercise. (August 28, 2008, Cominents to Responsive Staff Report, page 3.) “

30. - Given Picacho’s past difficulties in maintaining‘its water system in compliance with | |
ADEQ regulations, Staff’s concerns are appropriate and ,We adopt Staff’s requirement. For the

purposes of this Decision, Picacho shall be deemed to be in “total compliance” when ADEQ has

? Although the first recommendation was included in the May 21, 2008 Staff Report, Picacho did not obJect to:it until it
ﬁled its comments to the Responsrve Staff Report ,

il =

|
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made a determination that Picacho’s water system has no major deficiencies and is providing safe

water to'its customers

31, Therefore we ﬁnd that Picacho shall be requlred to file each J anuary and July a report ‘
covering the preV1ous six months contamlng all act1v1t1es regardmg the ADEQ Consent Order. The'

written report‘shall continue until Staff receives notice that Picacho’s water system is in total ‘

compliance w1th ADEQ regulatlons

32, Further, we find Staff's recommendation to requrre that Plcacho shall be in totaly
compliance, as defined in Findings of Fact No. 30, with ADEQ requirements by December 31, 2009,
reasonable. If Picacho is not in compliance with ADEQ before December 31, 2009, Staff will ﬁ1e an
Order to Show Cause. |

33.  Picacho also objects to Staff’s recommendation requiring Picacho to obtain
information for its distribution mains and report such information in its Annual Report, due April,
2009. While Picacho agreed with Staff that having documentation showing its distribution system is
important, Picacho states that it does not have the records as they were lost in a fire. Picacho notes
that the estimated cost of mapping the distribution system would be between $30,000 and $60,000.
Although it is vital to have this information, Picacho does not have the funds to update its water
system as well as have the system mapped. Picacho believes that bringing the water system into
compliance with ADEQ water quality requirements is the more urgent matter. |

34. Staff suggests that Picacho perform a data search for the original distribution system
as-built information by contacting its design engineers, contractors, and/or‘government agencies,
such as ADEQ, before spending $30,00’O to $60,000 to recreate the data.

'35, We encourage Picacho to undertake Staff’s suggestion regarding efforts to re-create
mapping data for the distribution system. Should these efforts be unsuccessful, then it would be
necessary for Picacho to expend funds to perform the mapping. We agree with Picacho that it is vital
at thist point that the funds should be used to bring its water system into compliance in order to
provide safe water to its customers. Nevertheless, we believe it is important for Picacho to provide
S‘taff with updates regarding its efforts to reconstruct the mapping information | |

36.  As such, we find that, within the filings made Picacho each January and July as

—5—

10 : DECISIO]\ N 0.

70558 =1




10
11
12

13

14
15
16

-
18
19|
20

21

22
23

24
25
26
27

.28

= DQC’KE% NO. W-0235 1A-O7-031'9 ET AL.

drscussed n Flndmgs of Fact No 30, above, Picacho shall 1nclude a report regardlng steps taken by
Plcacho to re- create the mapping data for the dlstnbutlon system k
‘ 37. In its Responswe Staff Report Staff notes that although P1cacho 1s current on its sales ‘

tax, it is not current on its property taxes. Picacho is negot1at1ng a payment plan for its property taxes

| with Pinal County

38, | Staff therefore recommends that the rates and charges should not become effective |
untll Picacho has elther become current on its property tax obligations or has a ﬁnal payment plan
negotlated with Pinal County and has ﬁled verification w1th Docket Control of either full payment of

its property taxes or a copy of the negotlated payment plan (“Tax Verlﬁcatxon”) We ﬁnd this | -

recommendatlon to be reasonable

-39. Once the Tax Verification has been ﬁled with Docket Control, the rates and charges

approved herein shall take effect begmmng the ﬁrst day of the second month after the Tax

Venﬁcatlon has been filed. Picacho shall prov1de its customers written notlce of the new rates and

charges ina form approved by Staff, 30 days pnor to the institution of the new rates
40, k In addition to the above recommendations, Staff also made the followmg
recommendations regarding the Rate Application: -

(@)  Picacho shall file with Docket Control, as a compliance item in this docket, a
schedule of its approved rates and charges w1th1n 30 days of the effective date of this
- Order. ~

(b) - Picacho should collect from its customers a proportionate share of any
pr1V1lege sales or use tax as prov1ded for in Arizona Administrative Code (“A.A.C.”)
R-14-2-409(D). : :

(c) ~ Picacho shall maintain its records in accordance with the National Association |
of Regulatory Utility Commissioners (“NARUC”) Uniform System of Accounts
(“USOA”).

(d) Picacho shall install and maintain operable metering devices for its well and
for all customers and file with Docket Control, as a compliance item in this docket,
within 90 days of the effective date of this Order, an affidavit stating that the required
operable metering devices have been 1nstalled

() The depre01at10n rates shown in Exhibit A, attached hereto shall be adopted

1
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(f) = Picacho shall file a subsequent rate case using a'testv yeaf ending December 31,
2010, no later than June 1, 2011. If Picacho finds it necessary, it may file a rate case
sooner with an earlier test year.

s (g) Picacho shall file a curtallment tariff in the form found on the Comm1ss1on S
 website o at
WWW.azCC gov/D1Vlslons/Utll1tles/forms/CurtallmentTanffSTANDARD pdf The |
tariff shall be docketed as a compliance item within 45 days of the effective date of
this Order for review and certification by Staff.

41.  According to the Staff Engineering Report, Picacho’s current system can adequately
serve its present customer base as well as any reasonable growth.

42.  According to the Staff Report, Picacho is in compliance with Commission filing
requirements.

43,  Picacho is wifhin the Tucson Active Management Area, and is in compliance Arizona
Department of Water Resources monitoring and reporting requirements.

44.  According to the Staff Report, Picacho is in good standing with the Corporations
Division of the Commission.

45. Staff’s review of the Commission’s Consumer Services records showed that from |
2005 through the present, there were zero complaints and three inquiries. All inquiries have been
resolved and closed.

46. Because an allowance for the property tax expense is included in Picacho’s rates and
will be collected from its customers, the Commission seeks assurances from Picacho that any taxes
collected from ratepayers have been remitted to the appropriate taxing authority. It has come to the
Commission’s attention that a number of water companies have been unwilling or unable to fulfill
their obligation to pay the taxes that were collected from its ratepayers, some for as many as twenty
years. It is reasonable, therefore, that as a preventive measure Picacho shall annually file, as part of
its annual report, an affidavit with the Commission’s Utilities Division attesting that the company is
current in paying its property taxes in Arizona.

Financing Application

“47.  Picacho’s Financing Application requests Commission approval to obtain a $150,000

loan from WIFA for a term of 20 years and at a 5.0 percent annual interest rate. The funds from the

I J‘M*T"‘li
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loan Will be used to retaih an‘engineer to deYclop a’ more spebiﬁc ‘work plan to deténﬁiné th‘e exa(’:t/‘ :
treatment plant size, lyocat’i,On, and capabity for each customer and to install the recommended'rcverse
osniosis systems at specific pomts wheré“drinking wétér ‘is most likely to be dispenséd. Staff
examined the Financing Applicatibn and d'etermlineyd‘ fhat ‘t’he Joan amount is a good estimatc, But
notes that Picacho does ndthave a detaile& Work plan.“ Staff made no “used and useful” determination

of the proposed plant and no particular future treatment ’sh'o’uld be inferred for rate-making or fate

'base purposes.

48. Staff analyzed Picacho'"s‘ adjusted test year’ﬁnancial statements dated December 731,
2006, as adjusted by Staff. At that time, P‘ic‘achO’f,s capital Structure consisted 2.3 percent short-term
debt, 56.9 percent long-term debt, and 40.7 pércent équityQA draW of the entire proposéd WIFA loaﬁ
would result in a pro-forma capital structure cbmprised of 2.7 percent short-term debt, 82.8 percent
long-term debt, and 14.6 percent equity.

49. Staff examined the effects of the proposed financing on Picacho’s debt service
coverage (“DSC”) and times interest earned ratios (“TIER”).> Using Staff’s recommended revenue
requirement and fully drawing the proposed $150,000 loan results in pro forma DSC and TIER of
1.25 and 1.76, respectively. These ratios show that Picacho would have adequate cash flow to meet
all obligations, including the proposed debt. :

50.  Staff concludes that the proposed WIFA loan is an appropriate financial instrument to
finance the proposed plans. Staff further concludes that iésuance of a long-term amortizing loan of
approximately 20 years for the $150,000 estimated cost of the capital improvements is appropriate, is
within its corporate powers, is compatible wifch ’the public interest, would not impair its ability to
provide services and would be consistent with sound financial practices. |

51.  Staff recommeﬁds' Commission authorization for Picacho to obtain an 18-to-22 year
alnoﬂizing loan at a rate not to exceed the prime rate plils' two percent for an amount not to exceed |

$150,000 to finance remediation improvements.

3 DSC represents the number of times internally generated cash cover required principal and interest payments on debt. A
DSC greater than 1.0 means operating cash flow is sufficient to cover debt obligations. * TIER represents the number of
times earnings before income tax expense covers interest expense on debt. A TIER greater than 1.0 means that operating
income is greater than interest expense. A TIER less than 1.0 is not sustainable in the long term but does not necessarily
mean that debt obligations cannot be met in the short term. : '

] l 4!”6)’3'4‘
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52, Staff further recommends aUthorizing Picacho fo engage in any transactions and to
eXecuteany documents hecessary to effectuate the authorizations grahted |
53.  Staff further recommends that Picacho ﬁle with Docket Control copies of the executed
loan documents asa comphance item in this docket w1th1n 60 days of the transactlon s closmg k
54.  Staff’s recommendatlons 1n Findings of Fact Nos. 30, 31 36 38-40, and 50-52 are’ o
reasonable and should be adopted.

CONCLUSIONS OF LAW

1 Picacho is a public service corporation within the meaning of ‘Article XV of the
Arizona Constitution and A.R.S. §§ 40-250, 40-251, 40-301, 40-302, and 40-303.
2. The Commission has jurisdiction over Picacho and of the subject matter of the

Financing Application and Rate Application.

3. Notice of the Financing Application and Rate Application was given in accordance
with the law.
4. The rates and charges authorized herein are just and reasonable and should be |

approved without a hearing.

5. The financing approved herein is for lawful purposes within Picacho’s corporate
powers, is compatible with the public interest, with sound financial practices, and with the proper
performance by Picacho of service as a public service corporation, and will not impair its ability to
perform the service.

6. The financing approved herein is for the purposes stated in the Financing Application, "
is reasonably necessary for those purposes, and such purposes are not, wholly or in part, reasonably
chargeable to operating expenses or to income. |

7. Staff’ S recommendations‘as modified, and as set forth in Findings of Fact Nos. 30, 31,
36, 38-40, and 50-52 are reasonable and should be adopted. -
| | ~~ ORDER

IT IS THEREFORE ORDERED that Picacho Peak Water Company, Inc., is hereby directed

to file with Docket Control, as a comphance item in this docket within 30 days of the effective date

of this Order, revised rate schedules setting forth the following rates and charges: o

4 DEcsioNNo._ 0558 ¢
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MONTHLY USAGE CHARGE:
Residential ; - :
5/8” x ¥ Meter
¥4 Meter
1” Meter
1 ¥ Meter
2” Meter
3” Meter
4" Meter
6 Meter

Commercial
5/8” x ¥4 Meter
¥, Meter
1” Meter
1 ¥2” Meter
2” Meter
- .3” Meter
4” Meter
6” Meter

-Commodity Rates

5/8 x ¥ - inch meter — Residential
Up to 3,000 Gallons

3,001 to 10,000 Gallons

Over 10,000 Gallons

5/8 x ¥ - inch meter — Commercial
Up to 10,000 Gallons

‘Over 10,000 Gallons

One — inch meter — All
- Up to 15,000 Gallons

Over 15,000 Gallons

One and one half inch meter — All
Up to 20,000 Gallons
Over 20,000 Gallons

Two — inch meter — All
Up to 25,000 Gallons
Over 25,000 Gallons

Three — inch meter — All
Up to 70,000 Gallons
Over 70,000 Gallons

15
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-~ $15.00

1500
37.50
-~ 75.00
120.00
240.00
375.00
750.00

$138.00
138.00
345.00
-690.00

1,425.00
2,208.00
3,450.00

6,900.00

$3.05
4.58
5.49

4.58 -
5.49

458
5.49

4.58
5.49

4.58
549

458
5.49

I} W;'M':ln
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Four - inch meter - All -~
Up to 250,000 Gallons
Over 250,000 Gallons®

Six — inoh meter — All
Up to 800,000 Gallons

“Over 800,000 Gallons
Service Line = Meter
Charge Installation
5/87 x ¥4 $ 385.00 $ 135.00
Meter :
3/4” Meter 385.00 215.00
1”” Meter 435.00 255.00
1 2" Meter 470.00 465.00
2 Meter — 630.00 965.00
Turbo
2” Meter — 630.00 1,690.00
Compound
3” Meter — 805.00 1,470.00
Turbo
3: Meter — 845.00 2,265.00
Compound
4” Meter — 1,170.00 2,350.00
Turbo
4” Meter — 1,230.00 3,245.00
Compound
6” Meter — 1,730.00 4,545.00
Turbo :
-6 Meter — 1,770.00 6,280.00
Compound ‘
SERVICE CHARGES:
Establishment

Establishment (After Hours)
Reconnection (Delinquent)
Reconnection (Delinquent) after hours
Meter Test (If Correct)

Deposit

Deposit Interest

Reestablishment (Wlthln 12 Months)
NSF Check

Deferred Payment (Per Month)
Meter Reread (If Correct)

Late Fee

16
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458
549

458
549

Total

$ 520.00

600.00
690.00
935.00

1,595.00
2,320.00
2,275.00
3,110.00
3,520.00
4,475.00
6,275.00

8,050.00

$25.00

35.00
25.00
35.00
25.00

Lok

$25.00
1.50%
- $10.00° '
-1.00% , L =

il
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* Per Commlssron rule (R14-2-403. B)
ok Months off system times the monthly minimum (R14 -2- 403 D).

IT IS FURTHER ORDERED that the approved rates and charges shall not become effectlve

until Picacho Peak Water Company, Inc., e1ther has become current on its property taxes, or has a

final payment plan negotlated w1th Pmal County and has filed verification of either full payment of

its property taxes or a copy of the tax verification with Docket Control

IT IS FURTHER ORDERED that once Plcacho Peak Water Company, Inc has filed its Tax
Verification with Docket Control, the rates and charges approved herein shall take effect beginning
the first day of the second month after the tax VeriﬁcatiOn has been filed. Picacho Peak Water
Company, Inc., shall provide to its customers Written notice of the new rates and charges, in a form
approved by the Commission Staff, 30 days pnor to institution of the authorized rates and charges. |

IT IS FURTHER ORDERED that in addrtlon to collection of its regular rates and charges
Picacho Water Company, Inc., shall collect from its customers a proportionate share of any pr1v1lcge,
sales or use tax per A.C.C. R14-2-409(D).

IT IS FURTHER ORDERED that Picacho Peak Water Company, Inc., shall file as part of its
Annual Report afﬁdayits attesting that it is currenton payment of its property taxes in Arizona.

IT IS FURTHER ORDERED that Picacho Peak Water Company, Inc., shall maintain its |
records in accordance with the National Asso_ciation of Regulatory Utility Commissions Uniform
System of Accounts. | | | ;

IT IS FURTHER ORDERED that the depre01at10n rates shown in the attached Exhibit ‘A’ are | ‘
hereby authorized.

' IT IS FURTHER ORDERED that Picacho Peak Water Company, Inc., shall file each January
and July, a report covering the previous six months that contains all activities regarding the Arlzona
Department of Envnonmental Quality Consent Order, as well as a report regarding steps taken o re-
create the mapping data for the drstrlbutlon system. Plcacho Peak Water Company, Inc., shall
contmue to file the b1 annual report. unt11 such time as its water system is found by Anzona
Department of Env1ronmental Quahty to be in total complrance as defined hereln with its |

regulatlons.’ S ' : : o

1 {!’ott’ttil
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IT IS FURTHER ORDERED that Plcacho Peak Water Company, Inc., shall be in total
comphance w1th Anzona Deparrment of Env1ronmenta1 Quahty by December 31 2009 and 1f not 1
Staff shall ﬁle an Order to Show Cause. '

IT 1S FURTHER ORDERED that Picacho Peak Water Company, Inc., shall ﬁle a subsequent
rate case usmg a test year ending December 31,2010, n0 later that June 1, 2011 »

IT IS FURTHER ORDERED that Picacho Peak Water Company, Inc., shall filea curtallment‘
tariff in the form found on the Comm1s51on s website. The tariff shall be docketed as a comphance
item in this docket within 45 days of the effective date of this Order for review and certification by
Commrssron Staff. | |

IT IS FURTHER ORDERED that Picacho Peak Water Company, Inc., shall mstall and
maintain operable metering devices for its well and for all customers, and file with Docket Contprol,’f
as a compliance item in this docket, within 90 days after the effective date of this Order, an afﬁdavit'
stating that the required operable metering devices have been installed.

IT IS FURTHER ORDERED that Picacho Water Company, Inc., is hereby authorized to
borrow up to $150,000 from the Arizona Water Infrastructure Finance Authority for a term of up to
22 years amortizing loan at a rate not to exceed the prime rate plus two percent for an amount not to
exceed $150,000.

IT IS FURTHER ORDERED that such financing authority shall be expressly contingent upon
Picacho Water Company, Inc.,’s use of the proceeds for the purposes stated in the application and
approved herein. |

IT IS FURTHER ORDERED that Picacho Water Company, Inc., is authorized to engage in
any transactions and to execute any ’documents necessary to effectuate the authorization granted
herein. |

IT IS FURTHER ORDERED that Picacho Water Company, Inc., shall file with Docket
Conrrol, as a compliance item in "tbis docket, copies of its executed financing documents within 60 |
days after the transaction is closed.

IT IS FURTHER ORDERED that approval of the flnancmg set forth hereinabove does not

constitute or imply approval or d1sapprova1 by the Commlss1on of any partrcular expend1ture of the

1 Mfii,i
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proceeds derived thereby for purposes of establishing just and reasonable rates.

L ITIS FURTHER ORDERED that thls De0151on shall become effective 1mmed1ately

BY ORDER OF THE ARIZONA CORPORATION COMMIS SION

1
2
3
4
5
6
Z){ MM&\ /
.
11

COMMISSIONER_ -

TUPMMISSIONER COMMISSIONER 7 (}O}MMISSIONER |

~IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive -
Director -of the Arizona Corporatlon Commission, have
hereunto set my hand and caused the official seal of the
Commlssmn to be affixed aI the Capitol, in the City of Phoenix,

this c’;a__ day of , 2008.

/// 2

C McNE,
EXECUT’IVE D

/

DISSENT

DISSENT

it ;‘!W%

19 DECISIONNO. 70558 =

ik




| | SERVICELISTFOR:  PICACHO PEAK WATER COMPANY
2 | DOCKET NOS.: W—02351A 07- 0319 and W-02351A-07-0686

: Bill McCabe, President / :
4 | PICACHO PEAK WATER COMPANY INC.
150 Louisiana, NE -

5 | Albuquerque, New Mexico 87108

MOYES STOREY LTD
1850 North Central Avenue, Sulte 1100
Phoenix, Arizona 85004

6 || Steve Wene, Esq.
7

Janice Alward, Chief Counsel

9 Legal Division :
ARIZONA CORPORATION COMMISSION
10 11200 w. Washington Street

" Phoenix, Arizona 85007

Emest Johnson, Director

12 | Utilities Division

ARIZONA CORPORATION COMMISSION
13 11200 w. Washington Street

14 Phoenix, Arizona 85007

15
16
17
18
19
20
21
22
23
24
25
26
27
28

b

20 ~ DECISIGN N, 70558




